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P R O C E E D I N G S 1 

10:04 A.M. 2 

SACRAMENTO, CALIFORNIA, FRIDAY, JANUARY 11, 2019 3 

  MS. RAITT:  Good morning everybody. 4 
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anyone in the room wants to make a comment, 1 

please fill out a blue card and give it to me.  2 
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between gas supply challenges and high spot -1 

market gas prices in Southern California, 2 

particularly at the Southern California Gas 3 

Company citygate, and high spot -market 4 

electricity prices and the consequent rate 5 

impacts on ratepayers. 6 

  We appreciate the participation of 7 

numerous stakeholders and are in an information -8 

gathering and solution-brainstorming mode, 9 

looking for a pure exchange of ideas.  The CPUC 10 

and Energy Commission are actively monitoring the 11 

situation to determine if and what solutions 12 

might be appropriate and whether such measures 13 
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unreasonable prices going on here as far as we 1 

can probe it. 2 
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all this. 1 

  The higher prices have affected some 2 

electric generators and utilities that are under 3 

contrac
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city-gate prices of $4.00 per million metric tons 1 

per BTU that existed before Line 235 ruptured.  2 
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robust programs around demand response that have 1 

been very productive in the L.A. Basin on the 2 
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  Thank you. 1 

  COMMISSIONER GUZMAN ACEVES:  Thank you.  2 

And thank you all for being here, as well.  3 
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So I really hope to learn today and to hear what 1 

all of us can do to make this less volatile and 2 

not a reality in the future. 3 

  Thank you. 4 

  MR. RIDER:  I may be unfamiliar to some 5 

of you -- is it -- am I just not close enough?  6 

There you go. 7 
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the system. 1 

  Thank you. 2 

  MS. RAITT:  Great.  So again, this is 3 

Heather Raitt for folks on WebEx. 4 
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workshop.  So we want to hear from stakeholders 1 

about what you are experiencing. 2 

  After a short presentation on prices, 3 

there will be three p anel discussions on supply 4 

impacts on electric generation, impacts on core 5 

customers and non-core/non-electric generators. 6 

  So this first slide presents historical 7 

gas prices for 2017 and 2018 and SoCalGas 8 

composite temperature.  What you can see is that 9 

in 2017, gas prices were fairly stable, in the 10 

$3.00 per MMBtu range until Line 235 ruptured in 11 
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occurred during extreme weather, either a cold 1 

spell or a heat wave, and prices spiked as high 2 

as $39.00 per MMBtu this past summer. 3 

  So this is a map of the SoCalGas system.  4 
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  So these reductions will remain for some 1 

time, at least through this winter.  And no 2 

return-to-service date has yet been identified on 3 
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starts to widen in the latter part of 2017.  And 1 

then in 2018, it continues.  And you know, the 2 

average for 2018 is in the $2.00 range.  So it 3 
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November, there were more OFOs in November 2018 1 
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voluntary curtailments. There were five of them 1 

around this period.  And the first notice went 2 

out December 28th.  So customers are put on 3 

notice and asked for voluntary curtailments.  4 

  So the green bar shows total receipts and 5 

that they are not necessarily full.  The orange 6 

bar shows core withdrawals.  And the gray bar 7 

shows withdrawals for balancing.  The yellow and 8 

blue lines are the receipt capacity from the 9 

earlier slide.  So it just seems like receipt 10 

points should be full if the system operator is 11 

asking for voluntary curtailments.  We can also 12 

see that during this time there were Aliso Canyon 13 

withdrawals.  Aliso Canyon withdrawals occurred 14 

on January 2nd, a day with a notice requesting 15 

voluntary curtailments. 16 

  And so if the pipelines were full, less 17 

would be needed to be withdrawn from storage.  So 18 

we want to understand better why the pipelines 19 
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Weisenmiller, Energy Commissioners, Presiden t 1 

Picker, PUC Commissioner. So this is -- the 2 

purpose of this is to just show some data that 3 

was presented in an earlier slide here, just to 4 

explain a little bit about how the electricity 5 

markets have been behaving. 6 

  By way of background, the electricity 7 

markets, they clear at the lowest cost marginal 8 

resource.  And in CAISO, natural gas generators 9 

are often the marginal resource.  So electricity 10 

prices reflect natural gas price trends.  The 11 

market clearing price applies to all 12 

participants, even though some resources have 13 

lower costs. In addition to the energy prices, 14 

electricity prices include marginal prices for 15 

losses and congestion which are more localized.  16 

SoCal citygate prices often impact overall system 17 

electricity prices because there are a large 18 

number of natural gas resources in the south and 19 

they often experience greater congestion. 20 

  So this slide is showing some of this 21 

behavior and effect.  Even after the Aliso event, 22 

SoCal border and SoCal citygate prices largely 23 

followed each other, as was said before.  But 24 

after the Line 235 rupture, we started to see 25 
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deviations between the SoCal border and citygate 1 
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  From July to September, average natural 1 

gas prices at the citygate increased by 134 2 

percent from the same time in 2017.  And this was 3 

one of the main drivers that we saw in high 4 

energy prices across CAISO.  We saw higher 5 

average monthly day-ahead electricity prices in 6 

July and August this year compared to 2017, and 7 

this is shown in the graph.  If you look at the 8 

period kind of in the middle of this graph, the 9 

prices are not nearly as high as on the right 10 

side of the graph. 11 

  You also see this split in prices and 12 

electricity prices between the Northern 13 

California prices in orange and the Southern 14 

California prices in yellow there.  And that 15 

spread is primarily d ue to the difference in 16 

congestion and losses because the same higher -17 

priced units in Southern California are setting 18 

the price there in those instances. 19 

  So across the system, we also saw more 20 

frequent day-ahead hourly prices above $200 per 21 

megawatt hour.  And again, as said earlier, on 22 

July 24th the system reached a record peak of 23 

day-ahead prices at about $980 per megawatt hour 24 

in the hour ending 8:00 p.m. 25 



 

27 
California Reporting, LLC 

(510) 313-0610 
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  But certainly in this, when we were 1 

looking at data for -- I was looking at November 2 

to December.  And when gas prices hit that $19.00 3 

per a



 

29 
California Reporting, LLC 

(510) 313-0610 

  So to try to help lay that out for you, I 1 

am going to turn this over to Rodger Schwecke 2 

from SoCalGas, whose team manages the 3 
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questions to maybe add some clarity around some 1 

of the issues that Lana and Simon mentioned from 2 

our perspective, from an operator perspective.  3 

  I want to kind of go back, I think that 4 

it was mentioned in the presentation, to the cold 5 

period that we just had January 2nd through about 6 

the 5th or 7th, and to look at those days and 7 

what transpired.  I think if you look at the 8 



 

31 
California Reporting, LLC 

(510) 313-0610 

started to withdraw gas.  And we felt that 1 

without the use of Aliso Canyon, we could not 2 

meet demand. 3 

  And going through the Aliso protocol, one 4 

of the first steps is to work with the balancing 5 
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at times, exceeding a billion cubic feet a day 1 

equivalent.  But when you look at the hourly 2 

amount, that really played a key part.  And you 3 

can see where it peaked during those morning 4 

hours.  It was really the critical part for Aliso 5 

Canyon, let alone across the en tire period of the 6 

withdrawals.  7 

  We, basically, actually did expect 8 

weather to occur on Monday of this week.  That 9 

weather did not materialize.  We had a voluntary 10 

curtailment on Monday.  But the weather was, what 11 

we had forecasted, probably about 400 million 12 

cubic feet a day less than what we had forecasted 13 

earlier on Friday and Saturday, so that actually 14 

helped.  And receipts -- you know, demand now is 15 

running more at the typical level, 2.8, 2.9 BCF.  16 
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basis is that our withdrawal capability at those 1 
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response, which is our Smart Therm Program where 1 

we actually have the manufacturers turn the Smart 2 

Therm down, thermostats down, by four degrees.  3 

Of the some-odd 10,000 registered customers we 4 

have in that program, we probably got about a 50 5 
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time.  A lot of people went out and bought the 1 

remaining firm capacity that was available.  2 

  And I think as you can see when you look 3 
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think, you know, people saw the outage, they 1 

basically saw the capacity available, they 2 

prudently went out and bought that capacity to 3 

ensure themselves the capability to move gas from 4 

the border to the citygate. 5 

  I think that really resonates, for me 6 

anyways, that you also still have a large portion 7 

of capacity, somewhere around 50 percent of the 8 

capacity being held by non -balancing agents or 9 
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actually get a greater increase.  I think people 1 
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additional decision that has to be made by the 1 
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our permits from the California Fish and Wildlife 1 

to perform work in the streambeds that we have to 2 
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  CHAIR WEISENMILLER:  Yeah, this winter. 1 

  MR. SCHWECKE:  No. 2 

  CHAIR WEISENMILLER:  No?  Nothing can be 3 

done to move it? 4 
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do, on a reliability basis, use our storage 1 

assets but we 



 

43 
California Reporting, LLC 

(510) 313-0610 

  MR. SCHWECKE:  -- or into the summer.  So 1 

that was, we were looking at it from a 2 

reliability standpoint, not a price standpoint.  3 

  CHAIR WEISENMILLER:  So the next question 4 

is in terms of do you have an assessment of 5 
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the Blythe capacity.  Those numbers have to be 1 

c
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  Assuming average weather, how long do we 1 

have before you start dipping more into Aliso?  2 
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  MR. SCHWECKE:  Well, if I -- I think I 1 

have considerable opportunity if I had the 2 

ability to withdraw gas from Aliso Canyon and 3 

then inject gas in the other fields.  Because 4 

Aliso Canyon is sitting with somewhere around 32 5 

BCF of gas.  It has withdrawal capability in 6 

excess of a billion cubic feet a day.  So to move 7 

3, 4 or 5 BCF from that field to our Honor Rancho 8 

and Playa del Rey storage fields, 
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your thoughts on the question she raised about 1 

whether there was adequate supply in the -- 2 

flowing supply in the pipe? 3 

  MR. SCHWECKE:  Well, and this is where I 4 
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still running at about 2.5, 2.6 BCF in receipts.  1 
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by just, you know, energy conservation, building 1 

standards, tighter homes, tighter envelopes, 2 
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that we find an immediate condition in which we 1 

have to take the line out of service. 2 

  We also have Line 4000 in which we have 3 

to do validation digs.  We have to take that line 4 

out of service to do those validation digs.  I 5 

would think that probably more like through the 6 

summer to make sure that we are ready to go is 7 

probably the more likely timeframe to have that 8 

available is sum mer because I think when you look 9 

at electric generation customers, they want that 10 

ability to use that storage during their peak 11 

period.  Well, they have to have the opportunity 12 

to put gas into storage to be able to use it in 13 

the summer.  So knowing that it would flow 14 

through the summer period could be beneficial.  15 

  MS. ELDER:  Any other questions?  Then 16 
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producers of natural gas and electricity, and 1 

also get engaged in the marketing of natural gas.  2 

So in order to prepare for today, they prepared 3 

me.  I spoke with each of them individually for 4 

the antitrust reasons Lana mentioned.  So what 5 
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will remember this, 2005, 2006 the Commission, 1 

the PUC, was looking at the question of how much 2 

slack pipeline capacity do you need in order to 3 

have supply diversity and in order to have, you 4 

know, active price competition?  And at that 5 

time, SoCalGas
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  And up on the screen right now I have a 1 

map.  I think you saw one earlier that looks 2 

something like this. This is not a slice of time, 3 

it is just kind of an overall view of receipt 4 

points and constraints on the SoCalGas system.  5 

  So the green arrows are the receipt 6 

points and you see there are many of them, which 7 

is a good thing because we have a lot of supply 8 

sources coming into California, but it can be a 9 

hard thing for those sourcing gas.  If you have a 10 

maintenance outage or other condition on one of 11 

the pipelines and you were planning on sourcing 12 

your gas from that pipeline, now you have to go 13 

rearrange your supply when there is an 14 

interruption or when there is a reduction in 15 

capacity.  So your regularly seeing folks behind 16 
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California prod
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healthy difference between the supply and demand , 1 
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  As I said, when you look at the Line 4000 1 
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information that is available to the market.  And 1 
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any information. 1 

  



 

60 
California Reporting, LLC 

(510) 313-0610 

and every day.  And for the businesses that I 1 

work with that are running refineries or running 2 

oil and [gas] 
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to stop work in any wash when the forecast of 1 

rain is 20 percent.  2 

  So when you talk about getting out there 3 

and mobilizing and demobilizing, to be able to go 4 

out there and then all of a sudden you have a 5 

forecast of 20 percent rain, you have to stop 6 

work and you have to leave the site. 7 

  So that permitting process extends for 8 
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onerous. 1 
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  CHAIR WEISENMILLER:  Yeah.  I still think 1 

that it would be a good opportunity to see i f the 2 

PUC and permitting folks, the Energy Commission 3 

permitting folks could figure out a way to 4 



 

67 
California Reporting, LLC 

(510) 313-0610 

timeframe.  And as we were delayed really 1 



 

68 
California Reporting, LLC 

(510) 313-0610 

San Brun
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  MR. SCHWECKE:  So every time we run an 1 

in-line inspection tool, or commonly referred to 2 

as a pig, we basically get an initial report.  To 3 

actually run the toolis probably a day or two at 4 

the most, assuming you get good data as you run 5 

the tool.  The issue we have is that you get a 6 

report back from the vendor fairly quickly on 7 

immediate conditions, in other words, if 8 

something just jumps out.  An immediate condition 9 

is where you actually have to take action 10 

immediately and that is, either reduce the 11 

pressure in the pipe or taking it out of service, 12 

and then fix that immediate condition.  And then 13 

several months thereafter you get the full report 14 

which identifies the anomalies along the pipe.  15 

  Think about, you know, thousands if not 16 

tens of thousands of datapoints that you have and 17 

it identifies anomalies that now says you have a, 18 
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The tool was reading anomalies, missed anomalies 1 

by 10, 20, 30 percent.  And when you have a 2 

situation where you have a 60 percent anomaly and 3 

if that tool tolerance is outside 30 percent, 4 
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Are we talking -- I 
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from, given this uncertainty and fluctuation?  1 
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electric generator community and some of the load 1 

serving entities that have been experiencing some 2 

of these price effects on the electric side.  And 3 

this is a really complex set of issues, so 4 

looking forward to the expertise of the group to 5 

help to unpack some of this for all of us in 6 

terms of how these knock-on effects happen from 7 

the gas system onto the electric system. 8 
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the dimension of how do gas and power scheduling 1 

conventions interrelate and impact power prices, 2 

if you look at the bottom of the chart here for 3 

those that have it, the way the gas system 4 

operates is most gas supplies, probably greater 5 

than 90 percent of gas supply for electric 6 

generators, large shippers, is procured early in 7 

the morning, say by 7:00 a.m. for the following 8 

days operations.  And we schedule that gas on the 9 
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impossible to stay within electric because 1 
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year.  The Gas Company had called what we call a 1 

Stage 4 OFO, which meant that if you were out of 2 

tolerance, you were going to pay a $25.00 per 3 

million BTU penalty.  Keep in mind, the average 4 

price of gas at the border is running about 5 

$4.00, so that $25.00 penalty is significant.  It 6 

would translate to, you k
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the CAISO to dispatch that resource to now set 1 

the market clearing price on that much higher 2 

marginal cost of gas.  So it could be a very 3 

small package of gas that led to tens of millions 4 

if not hundreds of millions of dollars of 5 

increased power costs. 6 
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that they have to make for that transportation 1 

capacity, that storage, that they are not 2 
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like it is on the SoCal system and there is no 1 

storage available to purchase, we have a broken 2 

market, if we want to call this a market.  3 
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inframarginal resources, resources that are in 1 

the money, having another generator exposed to 2 

high penalty price, paying a high gas price, 3 

putting it into their bid curve will increase 4 

power prices and it will increase the market 5 

rents that the inframarginal generators captured.  6 

So
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recommendations for potentially addressing the 1 

situation.  So recognizing that as long as we 2 
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  Things we could do in the near term, and 1 
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Mr. Schwecke said, that had acquired firm 1 



 

86 
California Reporting, LLC 

(510) 313-0610 



 

87 
California Reporting, LLC 

(510) 313-0610 

Today, with multiple gene
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  CHAIR WEISENMILLER:  Okay.  Thanks. 1 

  MR. BAKER:  Kendall? 2 

  MS. HELM:  Sure.  Good morning.  My name 3 

is Kendall Helm and I am the Vice President of 4 

Energy Supply for SDG&E.  Thank you for inviting 5 
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today, see it ultimately as a supply and demand 1 

issue, and that there are a number of structural 2 

constraints that have contributed to that -- 3 

thank you -- a number of structural constraints 4 
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structural constraints.  But I would remind us 1 

that market interventions do require, I think, a 2 

good amount of analysis to understand sort of the 3 

pros and cons because they typically introduce 4 

both intended and unintended consequences, both 5 
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respect to supply issues here, the map that 1 

popped up earlier, and I think Evie had a map 2 

that showed, I think, three or four different Xs, 3 

I took a map out of a presentation that was done 4 

in May of this year, there are no fewer than four 5 

red Xs which are outages, and there were two 6 

additional yellow Xs which were restrictions.  7 

  Now if you looked at the map of Southern 8 

California as a human body and those pipelines as 9 

arteries, there are certain days of the week that 10 
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problem under normal circumstances.  But when the 1 

system becomes stressed, that misalignment leads 2 

to issues in the following day. 3 

  So the California ISO market pretty much, 4 

you know, Colin bids his resources in, my members 5 
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as an issue.  Now, you may have had multiple OFOs 1 



 

94 
California Reporting, LLC 

(510) 313-0610 

do not have any sort of firm transmission right s 1 

from the border to the citygate . S
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schedules on least-
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of varying emergencies that could arise on the 1 

system. 2 

  Additionally, we have our goals toward 3 

renewable integration and including, now, 4 

renewable energy on the system.  So not only are 5 

we out there purchasing renewable energy, but we 6 

are also doing everything we can to make sure 7 

that we regulate it, that we firm and shape it 8 

and include it, and bring that to the customers 9 

within the L.A. Basin. 10 
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do so.  And it is my responsibility to support 1 

that by bringing enough gas into the system.  And 2 

also, if they have any energy that they would 3 

like to procure from the market and lower their 4 

generation, then it is my responsibility, also, 5 

to get rid of the gas that we have in excess.  6 
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referring to, and also the monthly imbalances 1 

which we, as I want to echo Mr. Cushnie, 2 
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to prepare your opening remarks.  If you have 1 

anything in addition you want to add now, I think 2 

now is a good moment. 3 

  MR. SANTA CRUZ:  All right.  Fair enough.  4 

Thank you. 5 

  Then I actually just really want to 6 

clarify a little bit regarding some of these 7 

questions and the way that they were worded.  It 8 

seems like they were more so from an energy 9 
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protocols and steps that will be taken before gas 1 

can be withdrawn. 2 

  But additionally, the differentiation in 3 

the subcategories 
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in gas from Wyoming.  We have our own pipeline 1 

transportation contracts on the Kern River 2 

Pipeline and we match it volume per volume on the 3 
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do assessments and tried to come up with 1 

mitigation measures. 2 

  At that time, initially, the focus was 3 

how do we keep the lights on?  How do we maintain 4 

reliability?  The focus was not how do we address 5 

some of the potential economic issues that could 6 

arise.  And so the mitigation measures that were 7 

put in place were largely to address those 8 

reliability issues. 9 

  What we started to experience, as has 10 

already been discussed by others, is we started 11 

to see last year some more pronounced economic 12 

impacts of some of the underlying pipeline 13 

constraints and supply constraints in Southern 14 

California gas.  February of last year during 15 
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minimize the cost of overall cost to meet 1 

electric demand, subject to certain constraints.  2 

And some of those constraints are regarding 3 

transmission constraints or local constraints 4 

that require certain generation in local areas.  5 

  And in the particular case in February of 6 

last year, that was a case wher e we needed a 7 

certain amount of generation on in the local area 8 

to address some of the electric transmission work 9 

that was going on.  And as a result of that, 10 

while we put the constraint on the gas burn, it 11 

did cause congestion and higher costs in the 12 

local area as a result of trying to manage the 13 

gas burn in that way. 14 

  I contrast that to the summer of last 15 

year where we started to see high prices as a 16 

result of gas prices escalating as a result of 17 

the OFOs.  And during the summer period, we 18 

basically have a very high demand in the 19 

electricity sector.  And as a result of that, gas 20 

resources in Southern California are not only 21 

needed locally but they actually are need ed to 22 

meet the system demand.  And as a result, you see 23 

the correlation between the high gas prices 24 

escalating in Southern California and the 25 
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escalation of the average systemwide prices, not 1 

just prices in Southern California but the 2 

systemwide processes in the day-ahead market. 3 

  And then lastly, in the November time 4 

period, we also saw another round of gas spikes 5 

but it was, again, during this time period the 6 

system loads are lower so the effect was more of 7 

a localized impact, although we did see some ris e 8 

in overall system prices during this time, as 9 

well. 10 
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burn, shifting electric supply outside the L.A. 1 

Basin to other areas.  It may still be more 2 

costly, 
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around?  And the consensus view of all the 1 
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they have to then buy gas at that higher price, 1 
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that was the first time that was exercised and 1 

used to account for that. 2 
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that would obviously help.  Absent that, I thi nk 1 

we do have to look for other measures.  2 

  Mr. Cushnie mentioned, is there some way 3 

to that mechanism through resource adequacy to 4 

require resource adequacy resources to buy firm 5 

gas or have a mechanism that there is sufficient 6 

gas supply and hedging for  those resource 7 

adequacy resources?  Largely, these are resources 8 

that are in the local area anyway.  Perhaps 9 
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potential economic risk? 1 

  So I will stop there and I look forward 2 

to the questions. 3 

  CHAIR WEISENMILLER
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CAISO but LADWP.  LADWP wa s able to move a small 1 

amount of gas in all three days that we were 2 

looking at, except for July 4th. 3 

  CHAIR WEISENMILLER:  Okay. 4 

  MR. PEDERSEN:  The numbers for July 3rd 5 

was about 19 million cubic feet, about 38 million 6 

cubic feet for January 7th, excuse me, January. 7 

  CHAIR WEISENMILLER:  In January. 8 

  MR. PEDERSEN:  So they were actually able 9 
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  MR. GIESE:  Chairman and Commissioners, 1 

my name is John Giese. 2 

  CHAIR WEISENMILLER:  Push the green 3 

button. 4 
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system in a period of time where we believe that 1 

the curtailments might happen.  And we actually 2 

have a purchase like that going right now which 3 

has removed probably about 5,000 to 8,000 MMBtu 4 

of our burn per day from the system because we 5 
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with a voluntary curtailment, especially if there 1 

is a risk of an involuntary curtailment coming 2 

because an involuntary curtailment is even less 3 

in our control in terms of what resources are 4 

curtailed.  And so we would much rather manage 5 

this and avoid an involuntary curtailment if we 6 

can.  And so we have the incentive, if we can, to 7 

accommodate that. 8 

  CHAIR WEISENMILLER:  Okay.  Obviously, 9 
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  CHAIR WEISENMILLER:  Yeah. 1 

  MR. SANTA CRUZ:  I night actually have 2 

that.  Well, all I can say is that we are keeping 3 

costs month to month.  And in 2018, it was to the 4 

tune of, I believe, several hundred thousand 5 

dollars.  I would have to get back to you with 6 

the actual figure. 7 

  CHAIR WEISENMILLER:  And, SDG&E, do you 8 

have a sense of what your power filing is or will 9 

look like? 10 

  MR. HELM:  Sure.  So I think with the 11 

ERRA filing and what we looked at over the 12 

summer, we did, in fact, face higher SoCalGas 13 

citygate prices -- or citygate prices that we had 14 

forecasted, and so that was certainly something 15 

that impacted our ERRA forecast. 16 

  Overall, there were a host of factors, 17 

however, that effected our ERRA so that we sort 18 

of quickly self-corrected and we do not expect -- 19 

we did not trigger in 2018.  And a number of 20 

those factors include we did accelerate some of 21 

our forward buying of gas prior to the summer and 22 

I think realized a benefit of that relative to 23 

what we normally do.  We normally buy most of our 24 

gas forward a month ahead and we accelerated t hat 25 
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a couple of months. 1 

  But in addition to that and some of, I 2 

think, the larger impacts on our ERRA were a 3 

result of the fact that renewable generation 4 

during the time period was lower than we had 5 

forecasted, and so that reduced our renewable 6 

related costs.  We had higher revenues from the 7 

market for our gas generation.  And then we also 8 

had the high usage charge over the summer.  And 9 
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keeping their bank account, not including 1 
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it really depends on what is your physical 1 

position as a utility? 2 
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  We can also -- 
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hockey-stick bidding that we saw before.  I 1 
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the entire system.  So our financial services 1 

organization did actually run a model as to one 2 

specific event, which was the summer on July 3 

23rd, and what that impacted our ratepayer.  And 4 

it turns out that it affected our rate by about 5 

two percent.  So it seems small, but that was 6 
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  CHAIR WEISENMILLER:  Yeah.  I was going 1 

to ask, Colin, on your solutions slide, can we 2 

just put that back up for a second?   3 

  COMMISSIONER GUZMAN ACEVES:  Mr. 4 
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something that, you know, if you had perfect 1 

information and always knew how to hedge, there 2 
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Edison does procure a fair amount of energy from 1 

outside of Southern California.  We import 2 

energy.  A lot of that is actually tied to our 3 
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start to become constrained.  And then the 1 

liquidity in the marketplace starts to thin out 2 

pretty fast as you start to move up the stacks of 3 

other control areas resources. 4 
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  So we have a potpourri of options ahead 1 
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increasing deliveries, but I think we had -- I 1 

had one slide and it shows -- and we do see a 2 

swing up in deliveries, all the way up to, you 3 

know, potentially 300,000, 400,000 decatherms, 4 
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tolerances are reduced in each of those stages.  1 
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when we had to procure at the SoCal citygate.  It 1 

hurts us because, of course, the generation is 2 
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load is really our core issue.  When the gas 1 

supply gets threatened the reliability of meeting 2 



 

135 
California Reporting, LLC 

(510) 313-0610 

terms of as an individual market participant, I 1 

r
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  MR. SCHWECKE:  One thing -- 1 

  CHAIR WEISENMILLER:  Go ahead. 2 
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market for gas? 1 
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potential solutions, in that the structure of the 1 
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the direct beneficiary of all that padding.  1 
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tremendous amount of energy being spent at the 1 

Commission, within my company certainly, to try 2 

to keep rates as low as possible and that one 3 

cent overwhelms everything that we do. 4 

  COMMISSIONER GUZMAN ACEVES:  I just 5 

wanted to go back to a couple of your other 6 

suggestions.  One was the immediate PFM.  Did you 7 

say you filed that jointly with SoCalGas? 8 

  MR. CUSHNIE:  I would have liked to.  I 9 
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  Would you restate your question which was 1 

directed, I thought, to Rodger Schwecke? 2 

  COMMISSIONER GUZMAN ACEVES:  No.  3 

Initially it was a little -- a question to Colin.  4 

But I think my questi on is actually for the 5 

suggestion you were just making regarding the 6 

additional fix, not just on fixing the price 7 

increase on the OFO penalty. 8 

  MR. SANTA CRUZ:  The balancing to the 9 

burn instead of fix? 10 

  COMMISSIONER GUZMAN ACEVES:  Yeah. 11 

  MR. PEDERSEN:  
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place at a cost of over $1 billion.  We ought to 1 

be getting more for our billion dollars than just 2 

getting rid of a lot of meter readers.  And what 3 

we ought to be getting is the Gas Acquisition 4 

Department doing just exactly what the non -core 5 

customers do, and that is balance their actuals.  6 

  And actually, in the testimony that has 7 

been filed in the proceeding jointly with SCGC 8 

and The Indicated Shippers, we have data that 9 

shows, and this will be in our brief, we have 10 

data that shows that the Gas Acquisition 11 

Department avoids noncompliance charges by 12 

balancing to a forecast. 13 

  But when you take into account the error 14 

in the forecast, for a substantial number of days 15 

when OFOs are declared they are actually putting 16 

the entire system out of balance.  And the 17 

overage that Marlon was talking about, that Mr. 18 

Santa Cruz was talking about, when non-core 19 

customers overreact to say a low OFO declaration 20 

and buy even more gas than they need, they err on 21 

the far side, they go high, okay, instead of 22 

being low.  The Gas Acquisition Department not 23 

only just gets up within the five percent 24 

negative imbalance tolerance, but because of the 25 
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about gas acquisition group balancing to a core 1 

forecast, this will -- is a magnitude of ten.  2 

And then also, is there any cost subsidy that 3 

would occur by doing this between -- to non-core 4 

customers to core customers? 5 

  Gas acquisition, and they can talk more 6 

about it, their mission is to buy gas at the 7 

lowest price possible for their core customers.  8 

Adding this in, what will it do?  Obviously, 9 

something that could be explored. 10 

  CHAIR WEISENMILLER:  I was actually going 11 

to ask in -- well, Heather, tell people when 12 

comments are -- written comments are due.  But I 13 
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  MR. SMUTNY-JONES:  Can I ask just a quick 1 

question?  Sorry, Mr. Chairman. 2 

  Who is actually procuring this gas? 3 

  CHAIR WEISENMILLER:  Go ahead. 4 

  MR. CUSHNIE:  So the proposal is that the 5 

Gas Company would procure this gas under -- with 6 

CPUC oversight.  It would be a cost-of-service-7 
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with much greater certainty what the total gas 1 

demand is, and therefore it will reduce the 2 

operating pressure that the Gas Company is 3 

currently having to manage with electric 4 

generators swinging high or low on their system.  5 

  MR. SMUTNY-
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we get the rest of the pipelines fixed? 1 

  And I recognize the big elephant in the 2 
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we start going back to where we were, you know, 1 

20 years ago, maybe we ought to look at what we 2 

can do with the existing infrastructure to make 3 

sure that these cost issues, which sound to me 4 
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heard already -- closer. 1 

  So earlier today, we heard about getting 2 
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on balancing rules which led to the OFO rules and 1 

which have really helped, I think, keep the 2 

system in balance.  So those things have gone 3 
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kinds of events.  But if we get the maintenance 1 

solved and get it so
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and the ISO day-ahead market.  I wanted to hit a 1 

few other aspects. 2 
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involved are aware of the billion dollar 1 
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just one quick example of what happens when the 1 
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customer sees.  And then it also sees a number of 1 

ISO passthrough costs.  One of them is 2 

congestion.  And earlier today, I saw a slide 3 

that had SB 15 pricing.  One of the things you 4 
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it was Mark, this is not just an Edison problem 1 
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  What it does is the columns there, one 1 
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for SoCalGas. 1 

  As a reminder, I am a market participant.  2 

And we are an independent body at SoCalGas that 3 

operates on the behalf of core customers, both 4 

for SoCalGas core customers and San Diego Gas and 5 

Electric core customers. 6 

  The goal of my role in my organization, 7 

Gas Acquisition, is to provide core gas 8 

reliability at the lowest cost possible.  And we 9 

use several tools in order to do so, to help our 10 

customers have core gas reliability and core 11 

pricing. 12 

  I just have one visual that I wanted to 13 

share, that will help some of the discussion 14 

here. 15 

  This is a pretty old chart.  Most folks 16 

have seen it.  But what I wanted to talk about as 17 

far as some of the tools and assets we have to 18 

protect the core from price variability and 19 

provide a low cost is our price supply is diverse 20 

across the western half of the basins.  We buy 21 

gas up in the Canada area, the Rockies, San Juan 22 

and Permian Basin.  We try to make sure we have a 23 

nice diverse supply of gas suppliers.  And 24 

coupled with that, we ensure that we have 25 
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adequate interstate transmission pipeline to 1 

ensure that we can bring some of that gas into 2 

the border areas. 3 

  And then couple



 

167 
California Reporting, LLC 

(510) 313-0610 

to provide, you know, price variability 1 

protection during certain times of demand spikes 2 

  The other thing the Gas Acquisition Team 3 

does, we have a bunch of professionals that are 4 

very, very skilled at what they do.  And we also 5 

have open communication with the PUC, including 6 

the Energy Division and the Public Advocates 7 

Office, I got that right.  And we have biweekly 8 

meetings with that body where we talk about some 9 
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sure you have a diverse supply of gas sources, 1 

and you have local transmission coupled with 2 

interstate transmission, you know, SoCalGas core 3 

customers were also seeing certain price 4 

increases.  But it was mitigated by the fact that 5 

we had lots of our purchases in the basin and 6 

border areas. 7 

  So again, we are not protected from 8 
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forecast? 1 

  CHAIR WEISENMILLER:  Yeah. 2 

  MR. MALIK:  So we receive our forecasting 3 

for demand use from an independent department.  4 

  CHAIR WEISENMILLER:  Really? 5 
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how you did in a comparable period of time,  you 1 

know, if you also paid much higher or lower or 2 

what? 3 

  Yeah, go ahead, Carolyn, if you have the 4 

number.  5 

  MS. KEHREIN:  Well, I just -- from an 6 

electric side. 7 

  CHAIR WEISENMILLER:  Right. 8 

  MS. KEHREIN:  So having this flow through 9 

electric, of course -- 10 

  CHAIR WEISENMILLER:  Well, actually, no.  11 
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on your five percent margin for your gas 1 

incentive program?  You stayed within the -- you 2 
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recommendations? 1 

  MS. KAHL



 

173 
California Reporting, LLC 

(510) 313-0610 

hard time seeing the benefit that was gained.  1 

  And so we hope that some of the proposals 2 

that were made earlier today by SoCalGas, as far 3 

as getting a little bit more leeway on Aliso 4 
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which is an annual purchase plan from the border 1 

or basin, would be a
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you modified your procurement strategy, given the 1 

pipeline outages? 2 

  MR. MALIK:  So -- 3 

  CHAIR WEISENMILLER
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very, very cool days get very close when it comes 1 

to a supply and demand match, so it is a concern.  2 
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  MS. ELDER:  And then my next question was 1 

going to be, have you talked to the Gas 2 

Transmission Group and Storage Group about ways 3 

that within these restrictions on communication 4 

between market participants and the system 5 

operator, that you could potentially use some 6 

additional space on the system to get a little 7 

bit more gas into storage? 8 

  MR. MALIK:  I heard conversations this 9 

morning about some of the ideas on utilizing 10 
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storage for normal demand and peak demand.  Given 1 

the 1-in-35 aspects, there are times where the 2 

flowing supplies that we have, coupled with the 3 

storage that is available to Gas Acquisition, may 4 

not be enough to meet some of the peak demand 5 
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something specific in mind. 1 
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are more appropriately located. 1 

  And the same thing, when you think about 2 

San Francisco when they, you know, 3 

(indiscernible), oh, no, you know, no more.  4 
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  CHAIR WEISENMILLER:  If this is done, 1 
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conceived, had babies, baptized them since that 1 
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hire someone else to do that work and send the 1 
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particularly on trying to deal with the price 1 

issues.  But certainly, I think the issues have 2 

been framed pretty well, depending upon what 3 
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we can act on that we need to very quickly, and 1 

some longer-term solutions regardless, actually, 2 

of the supply issue to really make sure we keep 3 

some pricing constraints. 4 

  So thank you for your time and your 5 

continued involvement.  And if you have some even 6 

more creative ideas or you have some thoughts on 7 

your way home, please send them in.  We do -- we 8 
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